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Investment Research — General Market Conditions   

     
Market Movers  

 In the UK, it is time for the BoE’s January meeting. As expected, the BoE took a 

dovish stance at the December meeting due to a combination of a poor risk 

environment and the lower oil price, which has lowered the inflation outlook. Not 

much has changed. The oil price is still dropping, risk appetite is still poor and 

activity data have been weak. The pressure from the strong GBP, however, has eased 

as it has weakened significantly. Overall, we expect the Bank Rate, the stock of 

purchased assets and the vote count to be exactly the same as in December. We expect 

the first BoE hike in Q2 16 (probably in May) but the recent developments, both 

economically and in the financial markets, mean that the BoE is not in a hurry to 

follow the Fed’s lift-off despite strong developments in the labour market, in our 

view.  

 In Germany, real GDP growth in 2015 is due for release, which will implicitly give us 

an idea of how the German economy performed in Q4 15.  

 We expect the Polish central bank to leave the policy rate unchanged at 1.50% at 

today’s meeting. 

 Fed’s Bullard (voter, hawkish) is speaking today. 

 December CPI- and CPIF data are released in Sweden. Our forecast (see calendar) is 

0.1 ppt below the market average and 0.2 ppt below the Riksbank's projection. For 

more details see Scandi Markets.  

Selected Market News 

Focus is still on anxiety in the markets as they do not seem to have calmed down yet 

despite strong trade figures from China yesterday. While most of the European stock 

markets were up yesterday, the initial gain in the beginning of the trading session was 

almost entirely gone by closing time. The US stock markets closed in red. At the time of 

writing, stock markets across Asia are down. The somewhat soft US Beige Book did not 

help to reduce market concerns as it suggested that the US economy was slowing down 

by the end of 2015 despite the strong job reports. 

The oil price took another hit yesterday and Brent briefly went below USD30 per 

barrel, the lowest since April 2004. The oil price appears to be driven by a combination 

of high supply and growing concerns over the global economy.  

It is noteworthy that US 5y5y breakeven inflation has been trending downwards the 

past 10 days and is currently at 1.705, the lowest since the crisis. Lower inflation 

expectations have become an increasing concern for some FOMC members and this could 

likely affect the rate path this year. 

There have been multiple explosions in central Jakarta, Indonesia. So far six people 

are reported killed but this number will probably rise. Rumours are that there are 14 

attackers. 

 
 
 
 
 

Market overview 

 
Note: 

* The iTraxx Europe Index shows the spread 

development for the most liquid investment grade CDS 

contracts in the euro credit market. 

 

**The iTraxx Europe Crossover show the spread 

development of the most liquid non-investment grade 

CDS contracts in the euro credit market. 

 

***The Markit CDX North America Investment Grade 

Index  shows the spread development for the most 

liquid investment grade CDS contracts in the US credit 

market. 

Source: Bloomberg 

 

Selected readings from Danske Bank Today’s key points 

 China: Strong trade data should 

ease fears of a hard landing  
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07:30 1 day +/-,%   

 S&P500 (close) 1890.3  -2.50   
 S&P500 fut (chng from close) 1891.7  0.55   
 Nikkei 17227.0  -2.76   
 Hang Seng 19742.9  -0.96   

17:00 07:30 +/-, bp   

 US 2y gov 0.92 0.90  -2.0   
 US 10y gov 2.11 2.08  -3.0   

 iTraxx Europe (IG) 86 87  0.1   
 iTraxx Xover (Non IG) 351 353  2.0   

+/-, %   
 EUR/USD 1.086 1.087  0.12   
 USD/JPY 118.160 117.720  -0.37   
 EUR/CHF 1.09 1.10  0.12   
 EUR/GBP 0.751 0.755  0.47   
 EUR/SEK 9.251 9.276  0.27   
 EUR/NOK 9.55 9.60  0.53   

USD   
 Oil Brent, USD 30.6 30.2  -1.44   
 Gold, USD 1089.8 1091.3  0.14   

http://danskeresearch.danskebank.com/link/FlashCommentChina130116/$file/FlashComment_China_130116.pdf
http://danskeresearch.danskebank.com/link/FlashCommentChina130116/$file/FlashComment_China_130116.pdf
mailto:milh@danskebank.dk
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Scandi Markets  

December CPI- and CPIF data are released in Sweden. Our forecast (see calendar) is 0.1 

ppt below the market average and 0.2 ppt below the Riksbank's projection. Considering 

that several Riksbank board members have expressed concern about the lower than 

expected Novmber inflation figures and also warned that they are on high alert to 

intervene in order to stop the SEK from strengthening too much, we would guess that 

another round of low data would make the Riksbank very nervous indeed. 

Fixed Income Markets 

The supply wave continues today with Portugal set to launch a new 10Y (Jul-26) through 

syndication. Portugal has had rough start to the year with the 10Y widening around 20bp 

to Italy. The news flow has not been great with the new socialist government rolling back 

some austerity measures (holidays re-introduced). Portugal has been the first peripheral in 

the market the past two years, so the launch is not really a surprise although the market 

cheapened 5bp versus Germany on the announcement. The IGCP will most likely offer a 

decent new issue premium to attract demand as was also the case in both Belgium and 

Spain this week. We expect an issue size of 3-4bn, somewhat lower than the combined 

5.5bn January issue in the 10Y and 30Y in January last year. The Portuguese curve 

remains very steep and with a 5y5y forward rate of around 4.3% it should attract interest 

despite elevated uncertainty. 

Spain is tapping EUR4-5bn today in the Apr-18, the Jul-20 and the Jan-23. This could be 

the last tap in the Apr-18, as it has reached benchmark size and is becoming a short 3Y 

bond. We see value in buying the Apr-18 versus swaps or buy the Jul-20 versus the Apr-

19. We are now primary dealers in Spain and happy to take orders, see also Spanish 

Auction on Thursday, 13 January.  

In Scandinavia, focus is on the Swedish December inflation figures where we expect the 

CPIF to print 0.9 % y/y, which is 0.2 percentage points below the Riksbank's forecast. 

This is not in itself enough to trigger Riksbank action but we expect this margin to widen 

again in coming months. Recently, the Riksbank announced that it is officially prepared 

to perform FX interventions as a means to bolster the rise in inflation. We do not envisage 

the Riksbank making 'standalone' FX interventions. Rather, such interventions will have a 

much better chance of being successful if they are supported by a repo rate cut, a 

lower/flatter repo rate forecast and an extended QE programme. We stick to the view that 

the Riksbank will have to cut the repo rate again in April, see Scandi Markets Ahead: 

Inflation data in focus, 11 January. 

FX Markets 

Delayed due to technical problems. 

  

 

US S&P500 future 

 

Source: Danske Bank Markets 

 
 

US 10y gov yield 

 

Source: Danske Bank Markets 

 
 

Global FX 

 

Source: Danske Bank Markets 

 
 

Scandi FX 

 

Source: Danske Bank Markets 
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http://danskeanalyse.danskebank.dk/abo/SpanishAuction130116/$file/SpanishAuction_130116.pdf
http://danskeanalyse.danskebank.dk/abo/SpanishAuction130116/$file/SpanishAuction_130116.pdf
http://danskeanalyse.danskebank.dk/abo/Scandimarketsahead110116/$file/Scandimarketsahead_110116.pdf
http://danskeanalyse.danskebank.dk/abo/Scandimarketsahead110116/$file/Scandimarketsahead_110116.pdf
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Key figures and events 

 
Source: Bloomberg, Danske Bank Markets 

 

  

Thursday, January 14, 2016 Period Danske Bank Consensus Previous

- PLN Polish central bank rate decision % 1.5% 1.5% 1.5%

9:30 SEK Average house prices SEK m Dec 2.489

9:30 SEK Underlying inflation CPIF m/m|y/y Dec 0.2%|0.9% 0.3%|1.0% -0.1%|1.0%

9:30 SEK CPI m/m|y/y Dec 0.1%|0.0% -0.2%|0.1% -0.2%|0.1%

10:00 DEM Budget real GDP (Maastricht) % 2015 0.5% 0.6%

10:00 DEM GDP % 2015 1.7% 1.6%

10:00 ITL Industrial production m/m|y/y Nov 0.3%|… 0.5%|2.9%

13:00 GBP BoE announces asset purchase target GBP bn Jan 375 375 375

13:00 GBP BoE rate announcement % 0.5% 0.5% 0.5%

13:00 GBP BoE minutes

13:30 EUR ECB account of the monetary policy meeting

14:30 USD Initial jobless claims 1000 277

14:30 USD Import prices m/m|y/y Dec -1.5%|-8.6% -0.4%|-9.4%

14:30 USD Fed's Bullard (voter, hawkish) speaks

15:00 EUR Eurogroup meeting in Brussels
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Today’s market data: 14 January 2016 

 
Source: Bloomberg, Danske Bank Markets 
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Disclosure 
This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘Danske 

Bank’).  

Analyst certification 

Each research analyst responsible for the content of this research report certifies that the views expressed in the 

research report accurately reflect the research analyst’s personal view about the financial instruments and issuers 

covered by the research report. Each responsible research analyst further certifies that no part of the compensation 

of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed 

in the research report. 

Regulation 

Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject 

to the rules and regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske 

Bank is subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority 

(UK). Details on the extent of the regulation by the Financial Conduct Authority and the Prudential Regulation 

Authority are available from Danske Bank on request. 

The research reports of Danske Bank are prepared in accordance with the Danish Society of Financial Analysts’ 

rules of ethics and the recommendations of the Danish Securities Dealers Association. 

Conflicts of interest 

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-

quality research based on research objectivity and independence. These procedures are documented in Danske 

Bank’s research policies. Employees within Danske Bank’s Research Departments have been instructed that any 

request that might impair the objectivity and independence of research shall be referred to Research Management 

and the Compliance Department. Danske Bank’s Research Departments are organised independently from and do 

not report to other business areas within Danske Bank. 

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes 

investment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate 

finance or debt capital transactions. 

Financial models and/or methodology used in this research report 

Calculations and presentations in this research report are based on standard econometric tools and methodology 

as well as publicly available statistics for each individual security, issuer and/or country. Documentation can be 

obtained from the authors upon request. 

Risk warning 

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis 

of relevant assumptions, are stated throughout the text. 

Expected updates 

Danske Daily is updated on a daily basis. 

First date of publication 

Please see the front page of this research report for the first date of publication. Price-related data is calculated 

using the closing price from the day before publication. 
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General disclaimer 
This research has been prepared by Danske Bank Markets (a division of Danske Bank A/S). It is provided for 

informational purposes only. It does not constitute or form part of, and shall under no circumstances be 

considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments 

(i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or 

options, warrants, rights or other interests with respect to any such financial instruments) (‘Relevant Financial 

Instruments’). 

The research report has been prepared independently and solely on the basis of publicly available information that 

Danske Bank considers to be reliable. While reasonable care has been taken to ensure that its contents are not 

untrue or misleading, no representation is made as to its accuracy or completeness and Danske Bank, its affiliates 

and subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation 

any loss of profits, arising from reliance on this research report. 

The opinions expressed herein are the opinions of the research analysts responsible for the research report and 

reflect their judgement as of the date hereof. These opinions are subject to change, and Danske Bank does not 

undertake to notify any recipient of this research report of any such change nor of any other changes related to the 

information provided in this research report.  

This research report is not intended for retail customers in the United Kingdom or the United States. 

This research report is protected by copyright and is intended solely for the designated addressee. It may not be 

reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior 

written consent. 

 

Disclaimer related to distribution in the United States 

This research report is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer 

and subsidiary of Danske Bank, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S. 

Securities and Exchange Commission. The research report is intended for distribution in the United States solely 

to "U.S. institutional investors" as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this 

research report in connection with distribution in the United States solely to “U.S. institutional investors”.   

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence 

of research analysts. In addition, the research analysts of Danske Bank who have prepared this research report are 

not registered or qualified as research analysts with the NYSE or FINRA, but satisfy the applicable requirements 

of a non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial 

Instrument may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-

U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be 

registered with the U.S. Securities and Exchange Commission and may not be subject to the reporting and 

auditing standards of the U.S. Securities and Exchange Commission. 


